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own procedures to disallow claims and
recover overpayments already made.

(b) [Reserved]

(c) The State agency may refer to
CND through the FNSRO for deter-
mination any action it proposes to
take under this section.

(d) The State agency shall maintain
all records pertaining to action taken
under this section. Such records shall
be retained for a period of 3 years after
the end of the fiscal year to which they
pertain.

(e) If CND does not concur with the
State agency’s action in paying a claim
or a reclaim, or in failing to collect an
overpayment, CND shall assert a claim
against the State agency for the
amount of such claim, reclaim, or over-
payment. In all such cases the State
agency shall have full opportunity to
submit to CND evidence or information
concerning the action taken. If, in the
determination of CND, the State agen-
cy’s action was unwarranted, the State
agency shall promptly pay to FNS the
amount of the claim, reclaim, or over-
payment.

(f) The amounts recovered by the
State agency from Schools may be uti-
lized, first, to make payments to
School Food Authorities for the pur-
poses of the related program during the
fiscal year for which the funds were
initially available, and second to repay
any State funds expended in the reim-
bursement of claims under the program
and not otherwise repaid. Any amounts
recovered which are not so utilized
shall be returned to FNS in accordance
with the requirements of this part.

(9) With respect to School Food Au-
thorities of schools in which the pro-
gram is administered by FNSRO, when
FNSRO disallows a claim or a portion
of a claim, or makes a demand for re-
fund of an alleged overpayment, it
shall notify the School Food Authority
of the reasons for such disallowance or
demand and the School Food Authority
shall have full opportunity to submit
evidence or to file reclaims for any
amounts disallowed or demanded in the
same manner as that afforded in this
section to School Food Authorities of
schools in which the program is admin-
istered by State agencies.

(h) In the event that the State agen-
cy or FNSRO, where applicable, finds
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that a school is failing to meet the re-
quirements of §220.8(g), §220.8(i)(2) and
(1)(3), whichever is applicable, the
State agency or FNSRO need not dis-
allow payment or collect an overpay-
ment arising out of such failure, if the
State agency or FNSRO takes such
other action as, in its opinion, will
have a corrective effect.

(i) The Secretary shall have the au-
thority to determine the amount of, to
settle, and to adjust any claim arising
under the Program, and to compromise
or deny such claim or any part thereof.
The Secretary shall also have the au-
thority to waive such claims if the Sec-
retary determines that to do so would
serve the purposes of the Program.
This provision shall not diminish the
authority of the Attorney General of
the United States under section 516 of
Title 28, U.S. Code, to conduct litiga-
tion on behalf of the United States.

(44 U.S.C. 3506; secs. 804, 816 and 817, Pub. L.
97-35, 95 Stat. 521-535 (42 U.S.C. 1753, 1756,
1759, 1771 and 1785))

[32 FR 37, Jan. 5, 1967. Redesignated by
Amdt. 2, 33 FR 14513, Sept. 27, 1968, and
amended by Amdt. 9, 37 FR 9614, May 13, 1972;
40 FR 30925, July 24, 1975. Redesignated and
amended by Amdt. 25, 41 FR 34757, 34760, Aug.
17, 1976; 47 FR 746, Jan. 7, 1982; Amdt. 42, 47
FR 14134, Apr. 2, 1982; 60 FR 31222, June 13,
1995; 65 FR 26931, May 9, 2000]

§220.15 Management evaluations and
audits.

(a) State agencies and school food au-
thorities shall comply with the re-
quirements of part 3015 of this title
concerning the audit requirements for
recipients and subrecipients of the De-
partment’s financial assistance.

(b) These requirements call for orga-
nization-wide financial and compliance
audits to ascertain whether financial
operations are conducted properly; fi-
nancial statements are presented fair-
ly; recipients and subrecipients comply
with the laws and regulations that af-
fect the expenditures of Federal funds;
recipients and subrecipients have es-
tablished procedures to meet the objec-
tives of federally assisted programs;
and recipients and subrecipients are
providing accurate and reliable infor-
mation concerning grant funds. States
and school food authorities shall use
their own procedures to arrange for
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and prescribe the scope of independent
audits, provided that such audits com-
ply with the requirements set forth in
part 3016 of this title.

(c) Each State agency shall provide
FENS with full opportunity to conduct
management evaluations (including
visits to schools) of all operations of
the State agency under the programs
covered by this part and shall provide
OA with full opportunity to conduct
audits (including visits to schools) of
all operations of the State agency
under such programs. Each State agen-
cy shall make available its records, in-
cluding records of the receipt and ex-
penditure of funds under such pro-
grams, upon a reasonable request by
FNS or OA. OA shall also have the
right to make audits of the records and
operations of any school.

(d) In conducting management eval-
uations, reviews or audits for any fiscal
year, the State agency, FNS, or OIG
may disregard any overpayment if the
total overpayment does not exceed $600
or, in the case of State agency claims
in State administered Programs, it
does not exceed the amount established
under State law, regulations or proce-
dure as a minimum amount for which
claim will be made for State losses but
not to exceed $600. However, no over-
payment is to be disregarded where
there is substantial evidence of viola-
tions of criminal law or civil fraud
statutes.

(Secs. 805 and 819, Pub. L. 97-35, 95 Stat. 521-
535 (42 U.S.C. 1773); sec. 812, Pub. L. 97-35, 95
Stat. 521-535 (42 U.S.C. 1759a))

[40 FR 30925, July 24, 1975. Redesignated and
amended by Amdt. 25, 41 FR 34757, 34760, Aug.
17, 1976; 43 FR 59825, Dec. 22, 1978; Amdt. 41,
47 FR 14135, Apr. 2, 1982; Amdt. 43, 47 FR
18564, Apr. 30, 1982; Amdt. 56, 54 FR 2990, Jan.
23, 1989; 57 FR 38587, Aug. 26, 1992; 59 FR 1894,
Jan. 13, 1994; 64 FR 50742, Sept. 20, 1999]

§220.16 Procurement standards.

(a) Requirements. State agencies and
School Food Authorities shall comply
with the requirements of the Office of
Management and Budget (OMB) Cir-
cular A-102 and the Department’s Uni-
form Federal Assistance Regulations, 7
CFR part 3015, subpart S (46 FR 55658)
concerning the procurement of sup-
plies, food, equipment and other serv-
ices with Program funds. These re-
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quirements are adopted by FNS to en-
sure that such materials and services
are obtained for the Program effi-
ciently and economically and in com-
pliance with applicable laws and execu-
tive orders.

(b) Contractual responsibilities. The
standards contained in OMB Circular
A-102 and 7 CFR 3015, do not relieve the
State agency or School Food Authority
of any contractual responsibilities
under its contract. The State agency or
School Food Authority is the respon-
sible authority, without recourse to
FNS, regarding the settlement and sat-
isfaction of all contractual and admin-
istrative issues arising out of procure-
ments entered into in connection with
the Program. This includes but is not
limited to: source evaluation, protests,
disputes, claims, or other matters of a
contractual nature. Matters con-
cerning violation of law are to be re-
ferred to the local, State or Federal au-
thority that has proper jurisdiction.

(c) Procurement procedure. The State
agency or School Food Authority may
use their own procurement procedures
which reflect applicable State and
local laws and regulations, provided
that procurements made with Program
funds adhere to the standards set forth
in OMB Circular A-102 and 7 CFR part
3015.

(d) Buy American.—(1) Definition of do-
mestic commodity or product. In this
paragraph (d), the term ‘‘domestic
commodity or product’”” means—

(i) An agricultural commodity that is
produced in the United States; and

(ii) A food product that is processed
in the United States substantially
using agricultural commodities that
are produced in the United States.

(2) Requirement.—(i) In general. Sub-
ject to paragraph (d)(2)(ii) of this sec-
tion, the Department shall require that
a school food authority purchase, to
the maximum extent practicable, do-
mestic commodities or products.

(i) Limitations. Paragraph (d)(2)(i) of
this section shall apply only to—

(A) A school food authority located
in the contiguous United States; and

(B) A purchase of domestic com-
modity or product for the school break-
fast program under this part.

(3) Applicability to Hawaii. Paragraph
(d)(2)(i) of this section shall apply to a
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